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Behind the Iranian Dispute 


The controversy between Great Britain and Iran over the nationalization of oil concerns an issue that is 
as complicated as it is explosive. 


As this issue of INFORMATION SERVICE goes to press the 
prospect for an amicable settlement of the Iranian dispute 
through negotiation between the Government of Iran and 
the Anglo-Iranian Oil Company is improved. The lessen- 
ing of tension affords an opportunity to appraise the situ- 
ation with some degree of calmness. 


In a nutshell, the Iranian (Persian) issue is whether 
the Government of that country has a legal and moral 
right to nationalize by unilateral action oil properties 
owned by another government when such action involves 
the abrogation of a contractual agreement to which the 
Iranian Government was a party. The relevant facts are 
briefly recited below, as gathered from what we consider 
reliable reports. 


The Country and the People 


The Iranian oil fields produce about one-twentieth of 
the world’s supply of petroleum, and contain reserves es- 
timated to be good for half a century. The Anglo-Iranian 
Oil Company, reputed to be worth $585 million, has held 
for 50 years the exploitation rights. The British Govern- 
ment holds 53 per cent of the stock. The present contract, 
signed in 1933, does not expire until 1993. 


Iranian oil is of great importance to Great Britain, both 
commercially and as fuel for the British fleet. The indus- 
try is also vital to the economy of Iran. It employs about 
80,000 workers and the royalties paid to the Iranian Gov- 
ernment are said to constitute nearly half its revenue. In 
spite of this fact the Parliament has refused for two years 
to ratify a new agreement which would have poured into 
the Iranian treasury retroactive royalties aggregating £40 
nullion. 

In the light of the social and economic condition of the 
country this seems very strange. Philip Toynbee, who 
visited Iran a few months ago for the London Observer, 
described the situation thus in the New York Times: 
“One of the most beautiful countries in the world, Iran 
is also one of the most socially backward. Eighty-five per 
cent of the Iranians depend for their living on cultivation 
of the soil, and an enormous majority of these are share- 
croppers who live always on the bare verge of starvation. 
Nearly all industrial workers are employed either in the 
oil fields or in the carpet industry. The oil workers are 
generously treated by their British employers and there is 


lively competition for any vacancy offered by the Anglo- 
Iranian Oil Company.” 

In spite of the widespread poverty and the apparent 
bankruptcy of the nation it is not a “poor” country. “Most 
Persians,” says Mr. Toynbee, “are desperately poor be- 
cause some Persians are grossly rich.” Life magazine re- 
ports that most of the “some 17 million” inhabitants of 
the country are “so poor that they never get enough to 
eat.” Corruption in the Government is proverbial. 

Since 1925, when the father of the present Shah seized 
power, the country has experienced serious attempts at 
reform, political and social. But they have been abortive 
owing to the stubborn reactionism of the Parliament. He- 
roic efforts to redeem the situation were made by General 
Razmara when he became Prime Minister last fall, but he 
was assassinated on March 7. 

The Move to Nationalize 

It was directly following this event that the move to 
nationalize the oil properties took formidable shape. The 
Majlis (lower house) of the Iranian Parliament voted 
85-0 on April 28 to sanction the immediate taking over 
of the Anglo-Iranian Company’s holdings. The Senate 
quickly followed suit, 44-0. The father of the measure 
was the newly designated Premier, Mohammed Mossa- 
degh who has since held the center of the stage with dra- 
matic references to threats upon his life and fervent ap- 
peals to the growing nationalism of the people. He ex- 
plained his crusading by reference to a dream in which 
a radiant messenger appeared to him and commanded him, 
“Go, cast off the chains binding Persia’s feet.” Seventy 
years old, and a man of independent means, he gives evi- 
dence of acting under a sense of mission rather than for 
the hope of personal gain or advantage. He is apparently 
a man of considerable ability and is the recognized leader 
of the National Front Movement. 

Nationalism and resentment of poverty and hardship 
seem to he the keys to the present situation. The Anglo- 
Iranian Oil Company has become a symbol of the exploit- 
ing “imperialism” of the West. But the matter is much 
more complicated. A dispatch from London to the New 
York Herald Tribune at the time when the issue was be- 
coming hot said: “The general view here, supported by 
reports from Teheran, is that reactionary elements ex- 
ploiting the genuine nationalistic sentiments of the country 
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are prepared to encourage assassination and to enforce 
legislation through the Parliament which they control to 
protect their entrenched positions.” The correspondent 
went on to say, however, that Iran is “ripe for revolution 
and the question is whether it will be a revolution of the 
Western democratic type or a revolution of the tyrannical 
Bolshevik type.” 


Britain’s Stand 


The Labor Government of Britain has, of course, faced 
an embarrassing situation. To oppose nationalization 
abroad while promoting it at home has, on the surface, 
a curious look. But the case presented by London to 
Teheran was logically built up. The note of May 19 con- 
tained the following paragraphs: 

“His Majesty’s Government fully understand and sym- 
pathize with the desire of the Iranian Government to 
strengthen the economic structure of their country and to 
provide for the general welfare of its people. They them- 
selves have constantly shown in practical ways that these 
objects are of deep concern to them. They find it diffi- 
cult to believe, however, that the unilateral action which 
the Iranian Government are proposing to take will con- 
tribute towards their fulfillment. 

“His Majesty’s Government, moreover, neither desire 
nor intend to question the exercise by Iran of any sov- 
ereign rights which she may legitimately exercise. They 
maintain, however, that the action now proposed against 
the Company is not a legitimate exercise of those rights. 
The 1933 agreement is a contract between the Persian 
[Iranian] Government and a foreign company concluded 
under the auspices of the League of Nations after an at- 
tempt by the Iranian Government to deprive the Company 
of these rights under its previous concession had been 
brought by His Majesty’s Governmefft before the League 
of Nations. It was, moreover, ratified by the Majlis 
[lower house of Parliament] and became Persian law. 

Further, the agreement contains two very important 
provisions : 

“(A) That the position of the Company under its 
agreement shall never be altered by action of the Iranian 
Government or even by Iranian Legislation (Article 21) 
except as the result of an agreement between the Com- 
pany and the Iranian Government. 

“(B) That if the Iranian Government had any com- 
plaint against the Company or vice versa and the dispute 
could not be settled otherwise, it was to be referred to 
arbitration (Article 22), the arbitral tribunal being pre- 
sided over by an umpire appointed by the arbitrators 
themselves or, in default of their agreement, by the 
President of the International Court of Justice at The 
Hague. 

“The essential point is not the right of a sovereign 
power by its legislation to nationalize commercial enter- 
prises carried on within its borders nor what is the meas- 
ure of compensation it should pay for doing so: the 
essential point is that the Persian Government in effect un- 
dertook not to exercise this right and the real issue is 
therefore the wrong done if a sovereign state breaks a 
contract which it has deliberately made.” 


Iran’s Rejoinder 


In a memorandum dated May 30 the Iranian Finance 
Minister defended the act that caused the storm: 

“The law of nationalization of oil is based on Iran’s 
national sovereign right to choose the means of how to 
use its national industries. 


“The Iranian Government has no views other than to 
safeguard the comfort and ease of its people and does not 
want in any fashion to destroy anyone’s rights and, based 
on this fact, all necessary points have been provided by 
the above law to safeguard the rights of those who pos- 
sess rights. 

“Special consideration has been paid to two important 
matters: 

“1. Nationalization of the oil industry should not in- 
flict any loss upon former buyers and users of oil and, to 
safeguard this aim, the seventh article [of the nationaliza- 
tion law] recognized the rights for former buyers of oil 
and has undertaken to make certain the rights of those 
buyers are protected. 


“2. If it be proven that from the nationalization of oil 
losses have been inflicted on the former oil company, the 
Iranian Government has agreed to compensate such losses 
and is prepared to set aside up to 25 per cent of the net 
profit with bankers as a guarantee to cover such possible 
losses. 


“Based on these prefaces, you note that the Iranian 
Government never intends to expropriate the properties 
of the former oil company and never intends to obstruct 
sales of oil to former customers.” 


However, the memorandum ended by inviting “sugges- 
tions,” not inconsistent with nationalization, which would 
facilitate the proper implementation of the law. Three 
days later the New York Times correspondent in Teheran 
reported a change in the political climate. After enjoying 
clear sailing for some weeks Premier Mossadegh and his 
friends were running into rough weather. “For a long 
time their crusade was essentially a matter of internal 
politics, an Iranian affair. Then rather suddenly they 
came face to face with the cold outer world. It was one 
thing, they discovered, to impale the Anglo-Iranian Oil 
Company on the stake of a law, but something else again 
to tamper impetuously with one of the world’s major 
sources of oil. They could not understand why a coura- 
geous act of patriotism should, to foreign eyes, look more 
like highway robbery.” 


As Matters Stand Now 


The realities they must face seem to be hard enough. 
Iran is no position to carry out her promise to compen- 
sate the owners of the nationalized properties, on any 
basis that would not be regarded as confiscatory. More- 
over, the country is totally lacking in technical personnel 
for the management of the industry. 

Meanwhile the British Government has been making re- 
peated efforts to initiate negotiations. London was willing 
to consider “some form of nationalization.” Nevertheless 
an appeal has been made to the International Court of Jus- 
tice at The Hague to support the British contention that 
Iran must arbitrate the dispute or be in violation of inter- 
national law. Iran flatly rejected the arbitration proposal. 
Britain also has taken initial steps toward the use of force 
if the lives of its nationals should be imperiled. 

A delicate situation arose when it began to be feared 
in England that the United States might walk into the 
situation and supply the needed personnel in the event the 
program was carried out and the British Company ex- 
propriated. However, the American State Department 
has scotched that rumor. 

The strategic location of Iran in relation to the East- 
West conflict is obvious. The radical political party 
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(Tudeh) is said to be dominated by the Kremlin. Iran’s 
treaty with The Soviet Union would presumably be inter- 
preted in Moscow as warranting Soviet intervention in 
case British troops should enter the country. These con- 
siderations make very welcome the current indications 
that ‘second thoughts” will prevail on both sides. 


An American Parallel 


The whole controversy is reminiscent of that which 
strained relations between the United States and Mexico 
in 1926. INFORMATION SERVICE published ( May 21, 1927) 
a lengthy report of that dispute. Because of its relevance 
here we quote portions of the conclusions: 

“As to the question whether the new petroleum law is 
retroactive and confiscatory, it must be said that rights 
which the Mexican Supreme Court upheld in former de- 
cisions which the Mexican Government in 1923 agreed to 
observe in future have been definitely impaired in the new 
petroleum law. . . . Further, if the mining laws under 
which most of the rights in question were secured meant 
what they were generally understood to mean and what 
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they were interpreted by the oil companies, by the United 
States Government, and by the Governments of Great 
Britain and France to mean, other property rights have 
been, by the terms of the law and of the Constitution as 
well, destroyed altogether. . . . 

“The practical question, however, is not as to the merits 
of the policy of the Mexican Government, but as to the 
alternatives open to the American Government and to 
American interests involved. In the absence of any ade- 
quate machinery of international society to guarantee 
equity as between national governments, each nation 
claims a sovereign right to legislate as it will with refer- 
ence to its domestic affairs. .. . 

“Each nation, the United States included, demands the 
right to be the judge of its own domestic laws, always 
subject to the limitation that if the operation of these laws 
results in violation of rights under international law the 
victim of any resulting injustice may demand, through his 
government, redress in forms prescribed by international 
law. There is, however, no international power to invali- 
date the domestic legislation in question.” 


The Supreme Court Reaffirms a Celebrated Rule 


In upholding the conviction of the eleven Communists convicted of violating the Smith Act the U. S. 
Supreme Court has again enunciated the “clear and present danger” principle. 


The six-to-two decision of the U. S. Supreme Court in 
the already celebrated case of the eleven Communists is 
significant not only because of the importance of this par- 
ticular case but because in it the constitutionality of cer- 
tain disputed sections of the Smith Act is upheld and be- 
cause a famous rule of law first formulated by the late 
Justice Holmes is reaffirmed. In the majority opinion, 
written by Chief Justice Vinson, Justices Reed, Burton 
and Minton joined. Justices Frankfurter and Jackson 
wrote separate opinions concurring in the result. Justices 
Black and Douglas dissented. Justice Clark took no part 
in the proceedings. 

The Smith Act 


The case came to the High Court on limited certiorari— 
that is to say, the Court agreed to decide whether Sections 
2 and 3 of the Smith Act violate the First or Fifth Amend- 
ments. Those sections of the Act provide as follow: 

“Sec. 2. 

“(A) It shall be unlawful for any person— 

“(1) To knowingly or willfully advocate, abet, advise, 
or teach the duty, necessity, desirability, or propriety of 
overthrowing or destroying any government in the United 
States by force or violence, or by the assassination of any 
officer of such government ; 

“(2) With intent to cause the overthrow or destruction 
of any government in the United States, to print, publish, 
edit, issue, circulate, sell, distribute, or publicly display 
any written or printed matter advocating, advising, or 
teaching the duty, necessity, desirability, or propriety of 
overthrowing, or destroying any government in the United 
States by force or violence ; 

“(3) To organize or help to organize any society, 
group, or assembly of persons who teach, advocate, or en- 
courage the overthrow or destruction of any government 
in the United States by force or violence; or to be or be- 
come a member of, or affiliate with, any such society, 
group, or assembly of persons, knowing the purpose there- 
of. 


“(B) For the purpose of this section, the term ‘gov- 
ernment in the United States’ means the Government 
of the United States, the government of any state, 
territory or possession of the United States, the Govern- 
ment of the District of Columbia, or the government of 
any political subdivision of any of them. 

“Sec. 3. It shall be unlawful for any person to attempt 
to commit, or to conspire to commit, any of the acts pro- 
hibited by the provisions of * * * this title.” 

The defendants were charged with “willfully and know- 
ingly conspiring (1) to organize as the Communist Party 
of the United States of America a society, group and as- 
sembly of persons who teach and advocate the overthrow 
and destruction of the Government of the United States 
by force and violence, and (2) knowingly and willfully to 
advocate and teach the duty and necessity of overthrow- 
ing and destroying the Government of the United States 
by force and violence.” 

The “Right to Rebel” 

As to the often proclaimed right of rebellion the Court 
said: “Whatever theoretical merit there may be to the 
argument that there is a ‘right’ to rebellion against dic- 
tatorial governments, is without force where the existing 
structure of the government provides for peaceful and 
orderly change. We reject any principle of governmental 
helplessness in the face of preparation for revolution, 
which principle, carried to its logical conclusion, must 
lead to anarchy. No one could conceive that it is not with- 
in the power of Congress to prohibit acts intended to over- 
throw the Government by force and violence. The question 
with which we are concerned here is not whether Con- 
gress has such power, but whether the means which it has 
employed conflict with the First and Fifth Amendments 
to the Constitution.” 

Advocacy, Not Discussion 

“The very language of the Smith Act,” the Court said, 
“negates the interpretation which petitioners would have 
us impose on that act. It is directed at advocacy, not dis- 
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cussion. Thus, the trial judge properly charged the jury 
that they could not convict if they found that petitioners 
did ‘no more than pursue peaceful studies and discussions 
or teaching and advocacy in the realm of ideas.’ He 
further charged that it was not unlawful ‘to conduct in an 
American college and university a course explaining the 
philosophical theories set forth in the books which have 
been placed in evidence.’ ” 

The Court pointed out that it had “recognized the in- 
herent value of free discussion,” but continued : 

“An analysis of the leading cases in this Court which 
have involved direct limitations on speech, however, will 
demonstrate that both the majority of the Court and the 
dissenters in particular cases have recognized that this 
is not an unlimited, unqualified right, but that the societal 
value of speech must, on occasion, be subordinated to 
other values and considerations.” 


“Clear and Present Danger” 


Citing the famous Schenck case (1919) the Court said: 
“Writing for a unanimous court, Justice Holmes stated 
that the ‘question in every case is whether the words used 
are used in such circumstances and are of such a nature 
as to create a clear and present danger that they will bring 
about the substantive evils that Congress has a right to 
prevent.’” The offense in that case was obstruction of 
conscription. 

The Court pointed out that in the free speech cases in 
which Justices Holmes and Brandeis dissented, this 
Schenck principle was not challenged, but only the suffi- 
ciency of the evidence. The two noted jurists “insisted 
that wherever speech was the evidence of the violation, 
it was necessary to show that the speech created the ‘clear 
and present danger’ of the substantive evil which the Leg- 
islature had the right to prevent.’’ Moreover they “made 
no distinction between a federal statute which made cer- 
tain acts unlawful, the evidence to support the conviction 
being speech, and a statute which made speech itself the 
crime.” The Court stated that “there is little doubt that 
subsequent opinions have inclined toward the Holmes- 
Brandeis rationale.” 


However, in the following passage, which will probably 
be often quoted, the Court makes a specific addition to the 
judicial interpretation of the “clear and present danger” 
rule: 


“Chief Judge Learned Hand, writing for the majority 
below |in the Court of Appeals] interpreted the phrase 
as follows: ‘In each case (courts) must ask whether the 
gravity of the “evil,” discounted by its improbability, jus- 
tifies such invasion of free speech as is necessary to avoid 
the danger.’ 

“We adopt this statement of the rule. As articulated 
by Chief Judge Hand, it is as succinct and inclusive as 
any other we might devise at this time. It takes into con- 
sideration those factors which we deem relevant, and re- 
lates their significances. More we cannot expect from 
words.” 

No “‘Absolutes”’ 

Nevertheless, the Court recalled that in the Douds case 
it had “suggested that neither Justice Holmes nor Justice 
Brandeis ever envisioned that a shorthand ‘phrase should 
be crystallized into a rigid rule to be applied inflexibly 
without regard to the circumstances of each case. Speech 
is not an absolute, above and beyond control by the Legis- 
lature when its judgment, subject to review here, is that 


certain kinds of speech are so undesirable as to warrant 
criminal sanction. 

“Nothing is more certain in modern society,” the 
Court continued, “than the principle that there are no 
absolutes, that a name, a phrase, a standard has meaning 
only when associated with the considerations which gave 
birth to the nomenclature. To those who would paralyze 
our Government in the face of impending threat by en- 
casing it in a semantic straightjacket we must reply that 
all concepts are relative.” 


Law and Facts 

The Court took up the contention that the trial judge 
erred in making the finding of a “clear and present dan- 
ger” a matter for the court instead of for the jury. “This,” 
the trial judge said, “is a matter of law about which you 
have no concern.” The Supreme Court now upholds him: 
“The doctrine that there must be a clear and present dan- 
ger of a substantive evil that Congress has a right to pre- 
vent is a judicial rule to be applied as a matter of law by 
the courts.” It is guilt that is established by “proof of 
facts.” 

From the Concurring Opinions— 

Justice Frankfurter: “Preoccupation by our people with 
the constitutionality, instead of with the wisdom of legisla- 
tion or of executive action, is preoccupation with a false 
value. . . . Focusing attention on constitutionality tends 
to make constitutionality synonymous with wisdom. When 
legislation touches freedom of thought and freedom of 
speech, such a tendency is a formidable enemy of the free 
spirit.” 

Justice Jackson: “If we must decide that this act and 
its application are constitutional only if we are convinced 
that petitioner’s conduct creates a ‘clear and present dan- 
ger’ of violent overthrow, we must appraise imponderables, 
including international and national phenomena which 
baffle the best informed foreign offices and our most ex- 
perienced politicians. . . . The authors of the clear and 
present danger test never applied it to a case like this, nor 
would I.” 

From the Dissenting Opinions— 

Justice Douglas: “So far as the present record is con- 
cerned, what petitioners did was to organize people to 
teach and themselves teach the Marxist-Leninist doctrine 
contained chiefly in four books. .. . 

“The opinion of the court does not outlaw these texts 
nor condemn them to the fire, as the Communists do lit- 
erature offensive to their creed. But if the books them- 
selves are not outlawed, if they can lawfully remain on 
library shelves, by what reasoning does their use in a 
classroom become a crime?... 

“T had assumed that the question of the clear and pres- 
ent danger, being so critical an issue in the case, would 
be a matter for submission to the jury. ... The court, | 
think, errs when it treats the question as one of law.” 

Justice Black: “The charge was that they agreed to as- 
semble and to talk and publish certain ideas at a later 
date: the indictment is that they conspired to organize 
the Communist Party and to use speech or newspapers 
and other publications in the future to teach and advocate 
the forcible overthrow of the Government. No matter 
how it is worded, this is a virulent form of prior censor- 
ship of speech and press, which I believe the first amend- 
ment forbids. I would hold (section) 3 of the Smith Act 
authorizing this prior restraint unconstitutional on its face 
and as applied.” 
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